The firms mobilizing resources using innovative debt from market reduce dependence on the traditional banking and financial institutions. The firms raising resources by directly approaching public have some incentive to do so, i.e., innovative firms will be able to better plan commitments of future cash outflow and inflow, increase the borrowing capacity, save taxes, etc. to create higher value to the shareholders. In this paper we have made an attempt to test whether such innovative firms' performance is higher than other firms. We also tried to understand if more variety of instruments helped create better value of share in the market for such firms.
Introduction
A sharp acceleration in the pace of liberalization, deregulation and stabilization and structural adjustment programs (S&SAP) of different countries in the world in the eighties and nineties has transformed the financial systems in many countries. One of the major changes observed in the national and international finance is the innovation in the management of finance leading to the floatation of innovative financial instruments or tapping untapped (non-traditional) markets. [1] observed that "financial markets have witnessed a transformation with very vital trends, namely, globalization, securitization, and sophistication of risk management all over the world and enabled the participants in the financial markets to innovate and create innovative financial products and mobilize large chunk of funds".
There are two important arguments existing and are expressed across the world. The bank based view that holds and supports bank based systems, argues that bank based financial system, particularly at early stages of economic development will foster economic growth to a greater degree than market based systems. The market based view emphasizes that markets provide key financial services that stimulate innovation and long run growth [2] .
Firms accessing the financial markets tend to innovate and sell innovative financing instruments in the process of creation of market value. [3] observed that there would be no incentive to innovate if the financial innovations and financing tactics have not added value to the firm. [4] observed that the past has witnessed "a stream of innovation in financial markets, particularly in the corporate bond arena, and some of these innovations are designed to give firms flexibility in designing cash flows on borrowings, allowing them to match up cash flows on financing more closely to cash flows on assets, thus increasing their debt capacity". Financial markets have been continuously witnessing innovations in the design of securities and new financing schemes and innovations proving that "financing matters" [5] . Financial innovation is nothing but unbundling and repacking of the lending and borrowing characteristics to suit the day-to-day and modern requirements. Innovation is designed to suit the various needs like liquidity, cost of finance, maturity period, character of negotiable instruments, securitized and non-securitized periodicity of interest payments, asset security and others. Innovations in financing instruments are made out to materialize the financing strategies which are required for the smooth running of the businesses.
The financial markets in the recent past have witnessed a stream of innovation in financial markets, particularly in corporate bonds. Financial innovations, notably, hybrid debt have provided firms with more flexibility in designing cash flows on borrowings, allowing them to match cash flows on financing more closely to cash flows of the assets. Matching of the cash inflows and outflows on the basis of investments in assets allows firms to use innovative securities and this approach has increased corporate debt capacity and hence firm value. The firms with high growth opportunities, cash holdings, cash flow volatility, research and development expenses, and advertising expenses, and firms with unique products and a strong board, specialize in a few types of debt, while large, mature, profitable firms with more tangible assets, high leverage, and a credit rating use multiple sources [6] . [7] observed that despite the limited supply of bank and market finance in developing countries, traditional debt is the preferred form of finance over alternative finance, and better firms with access to banks and markets grow faster. There is a prevalence of alternative institutions and finance in the Indian economy; equally important question is whether alternative finance is as conducive as a bank or market finance in supporting growth. The study finds that bank and market finance, backed by legal institutions, may not be superior to alternative finance, backed by non-legal mechanisms, in fast growing economies such as India.
The initial fixed costs of alternative finance such as trade credits are high up till a network of firms; customers and investors are created; after that the average costs over an extended period may be lower than the costs of market and bank finance based on the relationships that the firm establishes [8] . [9] argued that in fast growing economies like India, alternative finance, by not using the legal system, can minimize the many costs associated with legal institutions and better adapt to changes than legal institutions.
On account of the above arguments our paper makes an attempt to answer the following questions: • Will the firm value be higher if the firm access financial markets using innovative financing instruments? [3] argued that firms do not innovate without incentive and [4] argued that innovative financing instruments enable firms to plan and match cash flows to enable better performance. In such case, will the firms using innovative instruments and accessing debt through instruments have higher value? Hence we make an attempt to look at will the firms using innovative financing instruments perform better in comparison with firms that access the traditional debt or take the route of banks and financial institutions. To test the same, we have following two hypotheses: one based on market performance of the firm and the other based on the firm performance internally. a) Firms using innovative methods of financing (innovative firms) do they perform better-is the ROA of the innovative firms using innovative instruments higher in comparison to firms using traditional debt; (will ROA of innovative firms be higher than that of lesser innovative firms?).
b) The firms accessing market to finance their debt are expected to be frequently going to the public and should have higher transparency; therefore "the market value of the innovative firms will be greater than that of lesser innovative firms".
Variables
MVBV = market value equity/book value of equity. ROA = profit after tax (PAT) upon the total assets invested (TA). Growth = growth in total assets = (total assets − L. total assets)/L. total assets. Tangibility = net fixed assets/total assets. Size = natural logarithm of sales. L_TDR = one year lagged value of (total debt/total assets). NTDS = non debt tax shield = (depreciation + amortization)/total assets. Market Innovation = we define market innovation in terms of the number of market debt instruments that a firm used to finance 1 . The type of debt instruments considered are debentures or bonds (secured/unsecured); commercial paper; fixed deposits from public (unique to India); external commercial borrowing; leasing and hire-purchase.
Data
The data required for the study are downloaded from one of the India's prominent databank sources of corporate data for the academic research, i.e. Center for Monitoring Indian Economy (CMIE-Database). The company has India's largest database built on the financial performance of individual firms and most researchers on Indian sample use the database. The sample includes only the listed firms on any of the stock exchanges in India, since hypothesis number one stated above cannot be tested for the unlisted firms. An unbalanced panel data for the study period to test the hypotheses is taken from the year 2000-2014 and the year 2000 is excluded from using the lagged variables and finally 14 years for 1753 companies with an average of 12.5 years data are taken.
Research Methodology
In the last two decades, the literature on financing behaviour has seen a major shift from macro modelling towards micro modelling of financing. For micro modelling, the use of Panel Data models is of major significance, as it takes care of the various econometric problems associated with other models like time series and cross section models. A panel data set is one that follows a given sample of individuals over time, and thus provides multiple observations on each individual in the sample. Panel data sets for economic research possess several major advantages over conventional cross-sectional or time-series data sets. By using information on both the intertemporal dynamics and the individualities of entities being investigated, one is better able to control in a more natural way the effects of missing or unobserved variables. Longitudinal data allow a researcher to analyse a number of important economic questions that cannot be addressed using cross-sectional or time-series data sets alone. The other advantage of panel data set is that it controls the individual heterogeneity and therefore the risk of obtaining biased results is minimized. Panel data are given more information, more variability, less collinearity among the variables, more degree of freedom, and more efficiency. It is sometimes argued that cross-section data reflect short-run behaviour, while time series data emphasize long-run effects. By combining the two sets of information, one can study the dynamics of economic behaviour at an individual level. The panel data set is said to be better able to identify and measure effects that are simply not detectable in pure cross-section or time series data set. Panel data models allow us to construct and test more complicated behavioural models than purely cross-section and time-series data. In other words, it can be said that the technical efficiency of the economic behaviour is better studied and modelled with panel data. Panel data estimation yields more robust effects of independent variables on the dependent variables than the time-series estimation.
A Fixed Effects unbalanced panel data 2 model is used to test whether the performance and Market Value of the firms that are issuing the debt in the market using the instruments like Debentures and Bonds, Commercial Paper, Public Deposits or using non-bank debt source like Leasing and Hire Purchase and Foreign Commercial borrowings is higher in comparison with the firms that are not using this set of sources in the overall debt structure of the firm.
Accordingly hypothesis are drawn on the basis of return on assets as one of the best parameters to measure performance of a firm, though it is based on the accounting result and not a market performance parameter unlike the Tobin's Q ratio. This variable takes a dependent variable and is tested to understand whether the ROA of the firms' using market sources to finance have higher ROA than those firms' that are purely depending on the traditional banking and financial institutions to source for their financial requirements in the overall debt that they are borrowing. To test the same following equation is drawn: 
where ROA ijt stands for ROA of i th firm belonging to j th industry and year "t" To understand and test the hypothesis that the firms using these market oriented instruments will have higher market value to book value ratio the model (2) and (4) is used, where MVBV ijt stands for MVBV of i th firm belonging to j th industry and year "t". The coefficients of the above models are estimated using OLS procedure and the method is corrected for heteroskedasticity and endogeneity.
The dependent variables as expressed in the equations one and two are market value to book value and return on assets of the firm. The market value to book value otherwise known as Tobin's Q is expected to be influenced by the type of borrowings the firm is using to finance using debt. [10] observe that the financial instrument like commercial paper offers firms cheapest source of short-term financing for well rated and large wellestablished firms in a typical natural environment. This argument supports two arguments, the first being the firms accessing market to source debt will have cheaper sources of finance to enhance the value of the firm and the second being firms with large size (measured as natural log of sales) can access market to source finances easily than that of counterparts whose size is not so large.
[11] develop a framework to estimate the ability of cash flow to predict its ability to reduce credit friction or act as a financial accelerator, and observe that the firms with access to the commercial paper and bond markets in a perfect capital market model of investment, the cash flow is smoother and investment appears to be much more sensitive in the firms with fluctuations in cash flow. Thus concluding the role of cash flow in investment equations and provide support for the existence of a financial accelerator which should enhance the value of the firm in the market. The study focuses on the choice of securities and the composition of debt, and observes that access to the commercial paper market enhances financial flexibility by providing a source of financing that can be used to undertake new investment opportunities and provide empirical validation of a common assumption that commercial paper issuers face fewer financial constraints than other firms.
One of the other parameters, used generally to measure the performance of the firm being Return on Assets measured as profit after tax upon the total assets invested in the business. The tangibility of fixed assets enhances the ability to borrow more either from the banks or from the markets by selling securities. Banks and financial institutions will lend swiftly when the firm has a collateral in the form of fixed assets and higher the tangible assets the firm has will be able to borrow more from the banks and financial institutions. In contrast, the firms with higher amount of fixed tangible assets have higher bargaining power to borrow from the banks at a cheaper rate; hence the market borrowing may be low. In the similar manner, the size of the firm and age play a similar role in deciding and borrowing hence there could be a negative relationship between the market borrowings and debt. On the other hand, it could be of quiet an opposite experience if, the managers of the firm use these features of tangibility, age and size of the firm to make them use to borrow from the market in place of banks-there could be a positive relationship of the debt with these variables. [12] observe that large sized firms tend to be more diversified and less prone to bankruptcy; this argument suggests that large firms should be more highly leveraged. In the study impact of the leverage on the market value of the share is found to be insignificant in all the three samples. This reveals that there is a positive relationship of size, but the market value is not influenced significantly by the size of the firm. Growth of the firm by using growth of total assets of the firm and it requires to be supported with sufficient finances. The debt would increase as the growth of the firm increases and expected to have a positive relationship with the leverage. The borrowings of the firm could be either by using traditional debt or market debt. [13] observe that lower the non-debt tax shield of the firm in the form of depreciation and amortizations along with tax allowance higher will be the issue of debt by the firm. The non-debt tax shields are the substitutes for the tax benefit that can be derived from debt financing, when the NDTS (Non Debt Tax Shield measured as Depreciation, Amortization and Write-offs) is not available firms tend to go for more debt and attempt to derive tax benefit ( Table 1 & Table 2 ).
Results and Analysis (Model 1 & 2)
The variables ROA and MVBV ( Table 3 ) are used as dependent variables and regression is run to test whether the innovative firms accessing, using debt by issuing various instruments have better performance over the other firms that use traditional debt in their leverage. The independent primary variable is measured as a dummy by marking "1" for the firms issuing debt in the market and "0" for firms using only traditional debt (includes the firm with no or zero debt). The answer to the question as to will the firms using debt from the market have better performance over the other firms, we got from the sample is a big "No". The performance of the firm does not increase with the use of market debt by firms. The firms using debt raised from the market using various instruments like debentures, public deposits, commercial paper, leasing and Hire purchase, etc. have a poorer performance earning lesser ROA in comparison with the firms accessing traditional debt which include debt raised from banks and financial institutions
The second performance measure evaluating market performance too, the results reveal that the value of the firms those issuing debt in the market with innovative instruments is lesser than that of firms using traditional debt. The general behaviour should have been that of firms using innovative debt should have been more transparent than that of the other firms, but in the Indian context the firms using innovative instruments are not able to win the confidence of investors in terms of better transparency. The reason could be that the firms raising debt from the market have higher cost of issue or it could be that the ability to negotiate and mobilize debt from banks at a cheaper rate than what they could raise from the market. [4] in his paper observed that "the increase in value and performance of the firm will not come from innovative debt just by fooling the bond buyers as the investors in such securities will certainly charge appropriate premiums over the interest rate. He further argues that the increase in value for the firm will come from the increase in debt capacity that allows the firm to have a larger tax benefit with lower expected bankruptcy costs".
Growth and size in both the cases have revealed a positive significant relationship. In the case of age the result revealed that the internal performance variable ROA is positively significant (as expected), whereas the market based performance variable is negatively significant (investors investing in innovative firms charge higher discount if they do not understand the financing instruments well irrespective of the size of the firm).
The fixed corporeal assets enable the firm to borrow more and in turn the ability and flexibility to raise either from the traditional sources or take the advantage from the dynamics of the debt market. But, this in turn demand for depreciation and establishment expenses and may lead to decrease in profitability with higher depreciation on new assets, unless the scale of operations is not achieved. In both cases the results reveal that there is a significant negative relationship. The variable Non-debt tax shield (NDTS) showed significant impact on ROA whereas for MVBV it is found to be insignificant.
When we have observed the firms using scale on the variety of instruments used (market debt), it is observed that the average market value to book value for firms using no debt is higher than the firms using one instrument, the firms using one instrument is higher than two instruments, but the firms using three instruments is higher than four instruments and the firms using four instruments is less than three instruments and the firms using five variety instruments is higher than all the other firms (refer Table 4 showing Market Value to Book Value, Return on Assets in case of Firms Using Multiple Market Debt Instruments and Traditional Debt along with Total Debt). Further, to understand do the firms using higher number of debt instruments have higher MVBV or ROA, we divided the sample into three groups, the first being whole sample consisting of firms using both traditional debt 3 and innovative debt from market (with scale of "0 to 6" for traditional debt and "0 to 5" for market debt), the second consisting only the firms using innovative debt and third with the firms using only traditional sources of debt. Then, we have tested the hypothesis that the higher the number of debt instruments higher will be the performance of the firm i.e. higher number of debt instruments enable higher flexibility and capability to the firms and value of the firm will be higher in the market.
Results and Analysis (Model 3 & 4)
When the regression is run with the dependent variable 4 , i.e. market value to book value to understand do the firms issuing more debt instrument in the market have higher market value than the firms using lesser or no market debt instrument. Higher the number of debt instruments used we expected a higher value of share in the market as the information flow of the company will reduce the agency costs and the shareholders will discount the equity at a lower rate than the firm where the information flow is lesser. We expect that the firms going to the market will reveal ratings and other information more than that of firms accessing debt from the banks and financial institutions. The fixed effects panel regression is run for three sets of samples, first regression is run using the total number of firms, secondly, the firms using market debt (one source to five sources) and the third being only the firms accessing debt from banks and financial institutions. The model in all the three cases is significant (F-Statistic) at one per cent level with the primary hypothesis that the firms accessing market debt should be able to plan the cash flows and show better performance in terms of ROA and MVBV ( Table 5) .
The study reveals that there is a negative relationship contrast to the expectations, inferring that the firms accessing market debt have lesser ROA and is significant. The results also reveal that there is a significant negative relationship between the MVBV and the firms with higher number of debt instruments in both of the sample groups i.e. the total firms and the firms issuing one or more debt instruments. [4] observes that if the firms are issuing innovative financing instruments for the sake of innovations or to fool around the investors, the response from the market participants would be that the investors would discount such instruments at an appropriate Table 4 . Showing MVBV, ROA in case of firms using multiple market debt and traditional debt along with total debt. higher cost making the firm's cost of financing costlier and the value of the firm tends to be lower. On the other hand, the ROA would also increase if, the firms are able to build higher debt capacity by issuing such instruments in the market and derive benefits from savings on tax. The inference that we can draw upon from the results is that the market participants are discounted at a higher rate of discount for the firms that are issuing debt instruments in the market or it could be that the firms borrowing from financial institutions and banks are better able to bargain and mobilize the resources at a much lesser cost than that of market rate. It could be that, the firms issuing instruments in the market are not able to build borrowing capacity and save on taxes. The tangibility of the firm is significant and influencing the performance of the firm negatively for the performance parameter ROA. It is showing negative relationship with the other performance parameter MVBV, but found to be insignificant in the first and third samples and significant only in the second sample with the access of the firms to market debt. Could be inferred that the firms with higher assets may not be generating high returns and the shareholders are able to choose the firms with lesser asset investment generating higher returns. Size is showing a positive impact on ROA significantly and MVBV is not influenced by the variable size.
Non debt tax shield is influencing negatively the ROA in all the three samples, but it is not significant in the case of second set of sample with access to market debt of the firms. Non-debt tax shield is significant in the case of other two samples inferring that the firms with higher non-debt tax shield have lesser ROA. The variable in the second set of sample is found to be significant in the case of dependent variable being MVBV. Higher the age of the firm, higher the ability to earn, hence the age and ROA are expected to be positively correlated and found to be as per the expectation. Whereas the same variable with the performance parameter being MVBV it is found to be negatively significant for all the three sets of samples.
In the case of both the performance measures the variable is found to be positively significant. We can infer that growth is significantly influencing market value and ROA of the firm. The coefficient is higher in the case of firms with market debt i.e. we can draw an inference that the firms with higher market debt with growth are influencing market value positively and higher than the firms with traditional debt as observed in the case of [6] .
Conclusion
The notions that innovative financing will enable the firms perform better is not acceptable as per our sample results. Innovative financing instruments used by firms should create debt capacity, enabling the firms to save on tax and in turn enable the value of the firm to be higher. Internally too, the optimal usage of such instruments and savings on tax should improve the performance of a firm internally i.e. to increase the ROA of the firm. In our study for the sample it is found to be a quiet contrast to the expectations.
